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RE: IN THE MATTER F TUCSON ELECTRIC POWER 

COMPANY FOR THE ESTABLISHMENT OF JUST AND REASONABLE RATES 
AND CHARGES DESIGNED TO REALIZE A REASONABLE RATE OF 
RETURN ON THE FAIR VALUE OF ITS OPERATIONS THROUGHOUT THE 

ELECTRIC POWER COMPANY’S APPLICATION TO ADJUST TARIFFS. 
STATE OF ARIZONA. -- SPECIFICALLY IN THE MATTER OF TUCSON 

(DOCKET NO. E-01933A-12-0291) 

On July 1,2014, Tucson Electric Power Company (“TEP”) filed an application for approval 
to adjust its Small General Service Time-of-Use Program tariff (“GS-76”) to correct for 
unanticipated customer rate impacts. TEP also sought a correspondmg adjustment to its Small 
General Service tariff (“GS-10”) to ensure that the adjustments are revenue neutral to TEP. 

Backpround 
Decision No. 73912, effective July 1, 2013, approved TEP’s recent rate case and ordered (at 

page 73) that the Docket would be held open until July 1, 2014, for “the possible adjustment of 
specific tariffs to correct for unintended rate impacts that are determined to be inconsistent with the 
public interest, however any such adjustments shall not have the effect in the aggregate of changing 
Tucson Electric Power Company’s non-fuel revenue requirement.” 

Since TEP’s new rate structure went into effect, an unexpectedly high number of customers 
have moved from the standard General Service tariff (“GS-10”) to the time-of-use GS-76, including 
many businesses that do not typically change their energy usage to minimize peak-period 
consumption (e.g. 24-hour data centers and businesses with daytime hours). TEP’s investigation 
revealed that the GS-76 rates had been calculated incorrectly, resulting in significantly overstated 
revenue calculations for this rate class and a corresponding rate that was inappropriately low during 
peak periods. 

As a result of GS-10 having inverted block rates and GS-76 not having them, the design of 
Rate GS-76 unintentionally encouraged increased usage and yet lacked an appropriate incentive to 
reduce peak-hour usage. As shown on Table 1 below, the GS-76 time-of-use rates provide most 
customers with sipficant discounts over GS-10 rates even if there is no change in on-peak usage. 
Moreover, the error caused GS-10 rates to be slightly higher than necessary, forcing GS-10 
customers to provide a subsidy to GS-76 customers. 
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Average k w h  per Month 

Total Annual Bdl Current Rate 10 
Total Annual Bill Current Rate 76 

Annual Savings with Rate 76 
Percentage Savings with Rate 76 

487 4,927 11,264 18,015 30,664 

$763.05 $7,246.51 $16,512.78 $26,415.14 $44,814.92 
$831.91 $6,608.22 $14,855.94 $23,671.90 $40,042.87 

-$68.85 $638.29 $1,656.84 $2,743.24 $4,772.05 
-9.0% 8.8% 10.0% 10.4% 10.6% 

Notice to Customers 

TEP had notified its GS-76 customers of these issues on July 11,2014, and informed them 
of their right to submit comments. Two customers &d so. 

Although GS-76 requires customers to stay on the tariff for a minimum of one year, TEP’s 
letter to customers also informed them that at that time they may change tariffs regardless of the 
length of time on their present tariff. This would allow customers to choose the rate that best suits 
their needs. 

TEP’s Initial ProDosal July 1.2014 

With Decision No. 73912, on July 1, 2013, Rate 10 and Rate 76 customers each received 
about a 10% increase. On July 1,2014, TEP proposed adjustments that would have given Rate 76 
customers an additional 8% increase over the July 1, 2013, rates and, to maintain revenue 
neutrality, would have decreased Rate 10 by 0.3%. 

The net result for Rate 76 customers would have been an overall increase of 18.35% over 
the rates in effect prior to Decision No. 73912 (July 1, 2013). Staff had concerns with this large 
increase and requested that TEP try a different approach to solve the problems with Rates 10 and 
76. TEP has done so as dscussed here. 

UDdated Relief Reauested 

TEP has provided to Staff its request that the Commission approve modifications to the 
GS-76 and GS-10 tariffs. The adjustment would change each Rate 10 energy rate by a consistent 
$0.0002 per k w h  which produces an impact of 0.34% or less on the annual bill. To maintain the 
same impact in Rate 76, the Rate 76 change would be $0.0004 per kwh. As shown on Tables 2 and 
3 below, this would result in an impact of approximately 0.37% or less on an average bill. This 
proposal keeps the impact on all small general service customers to less than 0.4% and spreads the 
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adjustment to only the Small General Service class of customers. The proposed tariff revisions 
would be revenue neutral to TEP. 

The proposed revisions also would freeze Rate 76 such that no more customers would be 
able to move- to -this tariff. 

Monthly Average k w h  

Total Present Summer 

Total Present Winter 

Total Annual Bill 

Total Proposed Summer 

Total Proposed Winter 

Total Annual Bill 

Dollar Change Summer 

Dollar Change Winter 

Dollar Change Annual 

Percentage Change Summer 

Percentage Change Winter 

Percentage Change Annual 

Monthly Average k w h  

Total Present Summer 

Total Present Winter 

Total Annual Bill 

Total Proposed Summer 

Total Proposed Winter 

Total Annual Biu 

Dollar Change Summer 

Dollar Change Winter 

Dollar Change Annual 

487 

$69.96 

$68.87 

$831.91 

$70.14 

$69.08 

$834.26 

80.18 

$0.21 

$2.35 

0.25% 

0.31% 

0.28% 

Table 2 
Rate 76 Bill ImDacts 

4,927 11.264 18,015 30,664 

$666.96 

$467.63 

$6,608.22 

$669.14 

$469.46 

$6,631.92 

$2.18 

$1.83 

$23.70 

0.33% 

0.39% 

0.36% 

$1,524.01 

$1,033.70 

$14,855.94 

$1,529.05 

$1,037.83 

$14,910.06 

$5.04 

$4.13 

$54.12 

0.33% 

0.40% 

0.36% 

$2,470.05 

$1,617.38 

$23,671.90 

$2,478.25 

$1,623.87 

$23,758.34 

$8.20 

$6.49 

$86.44 

0.33% 

0.40% 

0.37% 

$4,076.33 

$2,808.74 

$40,042.87 

$4,089.90 

$2,820.08 

$40,190.06 

$13.57 

$11.34 

$147.19 

0.33% 

0.40% 

0.37% 

Table 3 
Rate 10 Bill Impacts 

487 4,927 11,264 18,015 30,664 

$64.96 $730.08 

$62.61 $513.73 

$763.05 $7,246.51 

$65.05 $731.16 

$62.83 $516.38 

$765.06 $7,270.46 

$0.09 $1.08 

$0.22 $2.65 

$2.01 $23.95 

$1,686.79 

$1,154.12 

$16,512.78 

$1,689.30 

$1,160.21 

$16,567.97 

$2.51 

$6.09 

$55.19 

$2,142.83 

$1,814.43 

$26,415.14 

$2,746.94 

$1,824.09 

$26,503.33 

$4.11 

$9.66 

$88.19 

$4,535.90 

$3,162.20 

$44,814.92 

$4,542.68 

$3,179.12 

$44,961.24 

$6.18 

$16.92 

$152.32 
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Percentage Change Summer 

Percentage Change Winter 

Percentage Change Annual 

0.14% 0.15% 0.15% 0.15% 0.15% 

0.35% 0.52% 0.53% 0.53% 0.54% 

0.26% 0.33% 0.33% 0.33% 0.34% 

Recommendations 

Staff recommends that the energy rates on GS-76 be increased by $0.0004 per k w h  and that 
the energy rates on GS-10 be increased by 960.0002 per kwh, effective with the effective date of the 
Decision in this matter. 

Staff further recommends that GS-76 be frozen such that no more customers would be able 
to move on to the tariff. 

Staff further recommends that TEP be required to file with Docket Control revised GS-10 
and GS-76 Tariffs in compliance with the Decision in this case withm 15 days of the effective date 

Steven M. Olea 
Director 
Utilities Division 

SMO: JJP:sms\RRM 

ORIGINATOR. Jeffrey Pasquinelh 
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IN THE MATTER OF THE APPLICATION 
OF TUCSON ELECTRIC POWER 
COMPANY FOR THE ESTABLISHMENT 
OF JUST AND REASONABLE RATES AND 
CHARGES DESIGNED TO REALIZE A 
REASONABLE RATE OF RETURN ON 
THE FAIR VALUE OF ITS OPERATIONS 
THROUGHOUT THE STATE OF 

h4A”ER OF TUCSON ELECTRIC POWER 
COMPANY’S APPLICATION TO ADJUST 
TARIFFS. 

AFUZONA. -- SPECIFICALLY IN THE 

DOCI(ET NO. E-01933A-12-0291 

DECISION NO. 

ORDER 

Open Meeting 
October 16,2014 
Phoenix, Arizona 

BY THE COMMISSION: 

FINDINGS OF FACT 

1. Tucson Electric Power Company (“TEP”) is certificated to provide electric service as a 

public service corporation in the State of Arizona. 

2. On July 1, 2014, TEP filed an application for approval to adjust its Small General 

Service Time-of-Use Program tariff (“GS-76”’) to correct for unanticipated customer rate impacts. 

TEP also sought a corresponding adjustment to its Small General Service tariff (“GS-10”) to ensure 

that the adjustments axe revenue neutral to TEP. 

Backmound 

3. Decision No. 73912, effective July 1, 2013, approved TEP’s recent rate case and 

ordered (at page 73) that the Docket would be held open until July 1, 2014, for “the possible 
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adjustment of specific tariffs to correct for unintended rate impacts that are determined to be 

inconsistent with the public interest, however any such adjustments shall not have the effect in the 

aggregate of changing Tucson Electric Power Company’s non-fuel revenue requirement.” 

4. Since TEP’s new rate structure went into effect, an unexpectedly high number of 

customers have moved from the standard General Service tariff (‘cGS-lO”) to the time-of-use GS-76, 

including many businesses that do not typically change their energy usage to minimize peak-period 

consumption (e.g. 24-hour data centers and businesses with d a m e  hours). TEP’s investigation 

revealed that the GS-76 rates had been calculated incorrectly, resulting in sipficantly overstated 

revenue calculations for this rate class and a corresponding rate that was inappropriately low during 

peak periods. 

5. As a result of GS-10 having inverted block rates and GS-76 not having them, the 

design of Rate GS-76 unintentionally encouraged increased usage and yet lacked an appropriate 

incentive to reduce peak-hour usage. As shiwn on Table 1 below, the GS-76 time-of-use rates 

provide most customers with significant discounts over GS-10 rates even if there is no change in on- 

peak usage. Moreover, the error caused GS-10 rates to be slightly higher than necessary, forcing GS- 

10 customers to provide a subsidy to GS-76 customers. 

Table 1 
CornDanson of Rate 10 to Rate 76 

Julv 1.2013 rate structure 

Percentiles> > > 25 50 Mean 75 90 
Average kwh per Month 

Total Annual Bill Current Rate 10 
Total Annual Bill Current Rate 76 

Annual Savings with Rate 76 
Percentage Savings with Rate 76 

487 4,927 1 1,264 18,015 30,664 

$763.05 $7,246.51 $16,512.78 $26,415.14 $44,814.92 
$831.91 $6,608.22 $14,855.94 $23,671.90 $40,042.87 

-$68.85 $638.29 $1,656.84 $2,743.24 $4,772.05 
-9.0% 8.8% 10.0% 10.40/0 10.6% 

Notice to Customers 

6. TEP had notified its GS-76 customers of these issues on July 11, 2014, and informed 

them of their right to submit comments. Two customers did so. 

Decision No. 
. . .. . . . ._ . . . . .~.i_ 
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7. Although GS-76 requires customers to stay on the tariff for a minimum of one year, 

TEP's letter to customers also informed them that at that time they may change tariffs regardless of 

the length of time on their present tariff. This would allow customers to choose the rate that best 

suits their needs. 

TEP's Initial Proposal July 1.2014 

8. With Decision No. 73912, on July 1, 2013, Rate 10 and Rate 76 customers each 

received about a 10% increase. On July 1, 2014, TEP proposed adjustments that would have given 

Rate 76 customers an additional 8% increase over the July 1, 2013, rates and, to maintain revenue 

neutrality, would have decreased Rate 10 by 0.3%. 

9. The net result for Rate 76 customers would have been an overall increase of 18.35% 

over the rates in effect prior to Decision No. 73912 (July 1,2013). Staff had concerns with this large 

increase and requested that TEP try a different approach to solve the problems with Rates 10 and 76. 

TEP has done so as discussed here. 

Utidated Relief Reauested 

10. TEP has provided to Staff its request that the Commission approve modifications to 

the GS-76 and GS-10 tariffs. The adjustment would change each Rate 10 energy rate by a consistent 

$0.0002 per k w h  which produces an impact of 0.34% or less on the annual bill. To maintain the same 

impact in Rate 76, the Rate 76 change would be $0.0004 per kwh.  As shown on Tables 2 and 3 

below, this would result in an impact of approximately 0.37% or less on an average bill. This proposal 

keeps the impact on all small general service customers to less than 0.4% and spreads the adjustment 

to only the Small General Service class of customers. The proposed tariff revisions would be revenue 

neutral to TEP. 

11. The proposed revisions also would freeze Rate 76 such that no more customers would 

be able to move to this tariff. 

... 

... 

... 

... 

Decision No. 
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Monthly Average k w h  

Total Present Summer 

Total Present Winter 

Total Annual Bill 

Total Proposed Summer 

Total Proposed Winter 

Total Annual Bill 

Dollar Change Summer 

Dollar Change Winter 

Dollar Change Annual 

Percentage Change 
Summer 
Percentage Change 
Winter 
Percentage Change 
AnnUal 

Monthly Average k w h  

Total Present Summer 

Total Present Winter 

Total Annual Bill 

Total Proposed Summer 

Total Proposed Winter 

Total Annual Bill 

Dollar Change Summer 

Dollar Change Winter 

Dollar Change Annual 

Percentage Change 
Summer 
Percentage Change 
winter 
Percentage Change 
Annual 

Table 2 
Rate 76 Bill ImDa 
487 4,927 11,: 

Docket No. E-01933A-12-0291 

18,015 30,664 

$69.96 

$68.87 

$831.91 

$70.14 

$69.08 

$834.26 

$0.18 

$0.21 

$2.35 

0.25% 

0.31% 

0.28% 

$666.96 $1,524.01 $2,470.05 $4,076.33 

$467.63 $1,033.70 $1,617.38 $2,808.74 

$6,608.22 $14,855.94 $23,671.90 $40,042.87 

$669.14 $1,529.05 $2,478.25 94,089.90 

$469.46 $1,037.83 $1,623.87 $2,820.08 

$6,631.92 $14,910.06 $23,758.34 040,190.06 

$2.18 $5.04 $8.20 $13.57 

$1.83 $4.13 $6.49 $11.34 

$23.70 $54.12 $86.44 $147.19 

0.33% 0.33% 0.33% 0.33% 

0.39% 0.40% 0.40% 0.40% 

0.36% 0.36% 0.37% 0.37% 

Table 3 
Rate 10 Bill Impacts 

487 4,927 11,264 18,015 30,664 

$64.96 

$62.61 

$7 6 3.0 5 

$65.05 

$62.83 

$765.06 

$0.09 

$0.22 

$2.01 

0.14% 

0.35% 

0.26% 

$730.08 $1,686.79 $2,742.83 $4,535.90 

$51 3.73 $1,154.12 $1,814.43 $3,162.20 

$7,246.51 $1 6,512.78 $26,415.1 4 $44,814.92 

$731.16 $1,689.30 $2,746.94 $4,542.68 

$516.38 $1,160.21 $1,824.09 $3,179.12 

$7,270.46 $16,567.97 $26,503.33 $44,967.24 

$1.08 $2.51 $4.11 $6.78 

$2.65 $6.09 $9.66 $16.92 

$23.95 $55.19 $88.19 $152.32 

0.15% 0.15% 0.15% 0.1 5% 

0.52% 0.53% 0.53% 0.54% 

0.33% 0.33% 0.33% 0.340/0 

Decision No. 
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Recommendations 

12. Staff has recommended that the energy rates on GS-76 be increased by $0.0004 per 

k w h  and that the energy rates on GS-10 be increased by $0.0002 per kwh, effective with the effective 

date of the Decision in this matter. 

13. Staff has further recommended that GS-76 be frozen such that no more customers 

would be able to move on to the tariff. 

14. Staff has further recommended that TEP be required to file with Docket Control 

revised GS-10 and GS-76 tariffs in compliance with the Decision in this case within 15 days of the 

effective date of the Decision. 

CONCLUSIONS OF LAW 

15. Tucson Electric Power Company is an Arizona public service corporation within the 

meaning of Article X V ,  Section 2, of the Arizona Constitution. 

16. The Commission has jurisdiction over Tucson Electric Power Company and the 

subject matter of this application. 

17. The Commission having reviewed the application and Staffs memorandum dated 

September 30,2014, concludes that it is in the public interest to adjust the GS-76 and GS-10 tariffs, as 

discussed herein. 

ORDER 

IT IS THEREFORE ORDERED that the energy rates on GS-76 be increased by $0.0004 per 

kwh and that the energy rates on GS-10 be increased by $0.0002 per kwh, effective with the effective 

date of the Decision in this matter. 

... 

... 

... 

... 

. . .  

... 

... 

Decision No. 
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IT IS FURTHER ORDERED that GS-76 be frozen such that no more customers would be 

able to move on to the tariff. 

IT IS FURTHER ORDERED that Tucson Electric Power Company shall file with Docket 

Control revised GS-10 and GS-76 tariffs in compliance with the Decision in this case within 15 days 

of the effective date of the Decision. 

IT IS FURTHER ORDERED that this Order become effective immediately. 

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION 

CHAIRMAN COMMISSIONER 

COMMISSIONER COMMISSIONER COMMISSIONER 

IN WITNESS WHEREOF, I, JODI JERICH, Executive 
Director of the Arizona Corporation Commission, have 
hereunto, set my hand and caused the official seal of this 
Commission to be affixed at the Capitol, in the City of 
Phoenix, this day of , 2014. 

JODI JERICH 
EXECUTIVE DIRECTOR 

DISSENT 

DISSENT. 

SMO:JJP:sms\RRM 

Decision No. 
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SERVICE LIST FOR Tucson Electric Power Company 
DOCKET NO. E-01933A-12-0291 

Jessica Bryne 
Tucson Electric Power Company 
88 E. Broadway Blvd., P.O. Box 71 1 
Tucson, Arizona 85702 

Bradley Carroll 
Tucson Electric Power Company 
88 E. Broadway Blvd. MS HQE910 
P.O. Box 711 
Tucson, Arizona 85702 

Warren Woodward 
55 Ross Circle 
Sedona, Anzona 86336 

Karen White 
U. S. Air Force Utility Law Field 
Support Center 
139 Barnes Dr. 
Tyndall AFB, Florida 32403 

Kyle Smi th  
U.S. Army Legal Services 
9275 Gunston Rd 
Fort Belvoir, Virginia 22060 

C. Webb Crockett 
Fennemore Craig, P.C 
2394 E. Camelback Rd, Ste 600 
Phoenix, Arizona 85016 

Rachel Gold 
642 Harrison ST, FL 2 
San Francisco, California 941 10 

Robert Metli 
2398 E. Camelback Rd., Ste. 240 
Phoenix, Arizona 85016 

Michael Neary 
11 1 W. Renee Dr. 
Phoenix, Arizona 85027 
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Court Rich 
Rose Law Group 
6613 N. Scottsdale Rd., Ste. 200 
Scottsdale, Arizona 85250 

Annie Lappe 
Rick Gilliam 
The Vote Solar Initiative 
1120 Pearl St. - 200 
Boulder, Colorado 80302 

Cynthia Zwick 
1940 E. Luke Avenue 
Phoenix, Arizona 85016 

Gary Yaquinto 
Arizona Utility Investors Association 
2100 North Central Avenue, Suite 210 
Phoenix, Arizona 85004 

Michael Grant 
Gallagher & Kennedy 
2575 E. Camelback Rd. 
Phoenix, Arizona 85016-9225 

Terrance Spann 
U. S. Army Legal Services 
9275 Gunston Rd. 
Fort Belvoir, Virginia 22060 

Travis Ritchie 
85 Second St., 2nd Floor 
San Francisco, California 94105 

Nicholas Enoch 
349 N. Fourth Ave. 
Phoenix, Arizona 85003 

Jeff Schlegel 
SWEEP 
11 67 W. Samalayuca Dr. 
Tucson, Arizona 85704-3224 

Docket No. E-01933A-12-0291 

Timothy Hogan 
202 E. McDowell Rd. - 153 
Phoenix, Arizona 85004 
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Leland Snook 
Arizona Public Service 
P.O. Box 53999, Mail Station 9708 
Phoenix, Arizona 85072 

Thomas Mumaw 
Pinnacle West 
P.O. Box 53999, Station 8695 
Phoenix, Arizona 85072-3999 

Stephen Baron 
570 Colonial Park Dr. Ste 305 
Roswell, Georgia 30075 

John Moore, Jr. 
7321 N. 16th Street 
Phoenix, Arizona 85020 

I<urt Boehm 
Boehm, Hum & Lowry 
36 E. Seventh St. Suite 1510 
Cincinnati, Ohio 45202 

Kevin Higgins 
21 5 South State Street, Ste. 200 
Salt Lake City, Utah 84111 

Daniel Pozefsky 
RUCO 
11 10 West Washington, Suite 220 
Phoenix, Arizona 85007 

Lawrence Robertson, Jr. 
PO Box 1448 
Tubac, Arizona 85646 

Michael Patten 
Roshka DeWulf & Patten, PLC 
One Arizona Center 
400 E. Van Buren St. - 800 
Phoenix, Arizona 85004 

Giancarlo Estrada 
Kamper, Estrada & Simmons, LLP 
3030 N. 3rd St. 
Suite. 770 
Phoenix, A 2  85012 
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Mr. Steven M. Olea 
Director, Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Ms. Janice M. Alward 
Chief Counsel, Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Docket No. E-O1933A-12-0291 
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